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16 BY THE COM]vlISSION:

17 FINDINGS OF FACT

18 1. Southwest Gas Corporation ("Southwest") is engaged in providing natural gas

19 service within portions of Arizona, pursuant to authority granted by the Arizona Corporation

20 Commission.

21 2. On November 24, 2006, Southwest filed for Commission approval of revisions to

22 its rate schedule number T-1, Transportation of Customer-Secured Natural Gas ("T-l tariff').

23 Southwest cites a need to conform its tariff to recent changes implemented by El Paso Natural Gas

24 Company ("El Paso") on its interstate pipeline system.

25 3. In Decision Number 69203 GDecember 21, 2006), the Commission suspended this

26 filing for 120 days, through and including April 24, 2007, to provide Staff with additional time to

27 analyze the filing.

28 » n 1
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On April 16, 2007, the  Commis s ion s us pe nde d this  tiling for a n a dditiona l 120

2 days , through and including August 22, 2007.

On Ma y 23, 2007, Southwe s t ma de  a  filing conta ining a  numbe r of re vis ions  to its

4 propose d T-1 ta riff cha nge s  conta ine d in its  initia l filing.

On January 18, 2007, Southwest Gas  he ld a  mee ting with its  T-1 ta riff cus tomers  to

discuss  the  proposed ta riff changes . S ta ff a ttended this  mee ting and had discuss ions  with the  T-1

7 ta riff cus tome rs . At this  me e ting, both the  T-1 ta riff cus tome rs  a nd S outhwe s t e xpre s s e d a n

inte res t in having further discussions  regarding the  proposed changes  to the  T-1 ta riff.

On  Ma rch  5 ,  2 0 0 7 ,  S ta ff h e ld  a  me e tin g  with  S o u th we s t a n d  th e  T-1  ta riff

10 cus tome rs  to continue  discuss ing the  propose d cha nge s  to the  T-1 ta riff. The  Ma rch 5th me e ting

wa s  a tte nde d by a pproxima te ly 25 T-1 ta riff cus tome rs  or the ir re pre s e nta tive s . Following the

12 March 5th mee ting, Southwes t circula ted a  number of poss ible  changes  it could make  to its  initia l

T-1 ta riff filing to try to addre ss  T-1 ta riff cus tomer conce rns .

On Ma y 9 , 2007 , S ta ff he ld  a n  a dditiona l me e ting  with  S outhwe s t, T-1  ta riff

cus tome rs , a nd re pre se nta tive s  of El P a so. At the  Ma y 9th me e ting, S outhwe s t's  pos s ible  ta riff

changes , a s  we ll a s  va rious  opera tiona l and pena lty issues  were  discussed. Additiona l discuss ions

regarding the  proposed T-l ta riff changes  have  taken place  be tween S ta ff Southwest, and the  T- 1

ta riff cus tomers . The  May 9th mee ting was  a ttended by approximate ly 25 T~1 ta riff cus tomers  and1 8

20

1 9 the ir re pre s e nta tive s .

9 .

21

A number of T-1 ta riff cus tomers  have  expre ssed conce rns  with Southwes t's  initia l

proposa l, and one  purpose  of these  recent mee tings  was  to discuss  ways  such concerns  could be

addressed.22

23 10. S ta ff ha s  ha d a  numbe r of communica tions  with T-1 ta riff cus tome rs  a nd ha s

25 11.

26

27

28

24 conside red these  communica tions  in eva lua ting Southwest's  filing.

As  note d  by S outhwe s t in  its  in itia l a nd re vis e d  filings , its  propos e d T-l ta riff

revis ions a re  in response  to changing opera ting circumstances on El Paso's  pipe line  system. These

cha nge s  on the  El P a s o s ys te m ha ve  re s ulte d in s ignifica nt ope ra tiona l cha lle nge s  for both

Southwest and its  T-1 ta riff cus tomers .

6.

4.

5.

7.

8.
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One  cha lle nge  in  e va lua ting S outhwe s t's  filings  a nd the  conce rns  of T-1 ta riff

cus tome rs  is  tha t a t le a s t s ome  of the  conce rns  e xpre s s e d by T-1 ta riff cus tome rs  re la te  more

broadly to what has  happened on the  El Paso system and would exis t even if Southwest had made

no tiling tO cha nge  its  T-1 ta riff S ta ff be lie ve s  tha t one  of the  be ne fits  of the  re ce nt me e tings  is

tha t it has  provided a  forum for discuss ion of these  broader issues  and has  a t leas t to some extent

he lped the  va rious  pa rtie s  be tte r unde rs tand changes  to how El Paso's  sys tem now ope ra te s  and

how this  has  impacted Southwest.

Both Southwes t and El Paso have  indica ted to S ta ff tha t they will continue  working

with T-1 ta riff cus tomers  to he lp them be tte r unde rs tand the  new ope ra ting circumstances  and to

work through issues  tha t may impact T-l ta riff cus tomers ' ability to reasonably access  T-1 se rvice .

. 14. In a dminis te ring its  T-1 ta riff a nd a pproa ching pos s ible  cha nge s  to the  T-1 ta riff,

Southwest must ba lance  the  needs and concerns of the  T-1 tariff customers with Southwest's  needs

13 to ope ra te  its  sys te m e fficie ntly a nd re lia bly while  a lso e nsuring tha t Southwe s t's  core  cus tome rs

a re  not ne ga tive ly impa cte d by e xis ting or propos e d T-1 ta riff provis ions . Re a lis tica lly, the

cha nge s  on E1 P a s o's  s ys te m impos e  s ignifica nt ne w cos t a nd ope ra tiona l burde ns  on both

S outhwe s t a nd its  T-1 ta riff cus tome rs , a nd the y a re  both ha ving to a djus t how the y ope ra te  to16

17 address these new circumstances.

18 15.

19

S outhwe s t's  initia l filing in this  ca s e  propos e d a n incre a s e  in the  time  a  T-1 ta riff

cus tome r mus t re ma in on s a le s  s e rvice  a lte r s witching Hom T-1 s e rvice  from 12 months  to 36

20 months , re fle cting S outhwe s t's  ne e d for a  longe r pe riod of time  to pla n for sys te m re source s . A

21

23

25 16.

26

number of T-1 customers expressed concern over what they viewed as  an unnecessary lengthening

22 of the  pe riod . In s ubs e que nt dis cus s ions , tha t a re  re fle cte d in  S outhwe s t's  re vis e d filing,

S outhwe s t a gre e d to re ta in the  e xis ting 12 month pe riod, re cognizing tha t othe r ta riff la ngua ge

24 would enable  Southwest to require  a  longer period if specific circumstances  required it.

Anothe r is sue  wa s  Southwe s t's  initia l proposa l to re quire  cus tome rs  re que s ting to

initia te  T-l s e rvice  to ma ke  s uch a  re que s t by April le t of a  give n ye a r, for s e rvice  comme ncing

the  following Nove mbe r le t. Alte r furthe r dis cus s ions  on this  is s ue , S outhwe s t a gre e d, a s  is27

28

De cis ion No. 69668
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1

2

re fle cte d in  its  re vis e d filing, to  a ccommoda te  re que s ts  for s e rvice  which a re  outs ide  the s e

specified timeframes, to the  extent tha t Southwest is  able  to do so.

3 17.

4

5

6

7

8 18.

9

10

11

12

The re  wa s  a ls o dis cus s ion re ga rding a dditiona l la ngua ge  tha t wa s  a dde d to the

s e ction of the  ta riff tha t re quire s  T-1 ta riff cus tome rs  to de mons tra te  tha t the y ha ve  s ufficie nt

ups tre a m pipe line  re source s  to Southwe s t. Southwe s t's  re vise d filing a dde d a dditiona l la ngua ge

which provide s  the  T-1 ta riff cus tome rs  with more  de ta ils  on how the  T-1 ta riff cus tome r ca n

demonstra te  sufficient upstream pipe line  resources.

A11 a re a  of cons ide ra ble  conce rn for the  T-l ta riff cus tome rs  wa s  the  pa s s ing

through of ups tream pena ltie s  by Southwes t. Given the  wide  va rie ty of pena ltie s  tha t can now be

incurred on El Paso's  sys tem, and the  diffe rent applicable  circumstances  for diffe rent pena ltie s , it

is  difficult to succinctly describe  the  pena lty issues .

One  genera l a rea  of conce rn was  tha t T~l cus tomers  wanted to have  access  to the19.

1 3

1 5

1 6 20.

17

1 8

1 9

20

21 21.

22

23

24

25

26

27 22.

28

informa tion used to ca lcula te  the  pena ltie s  they a re  a sse ssed. Southwes t's  revised filing conta ins

14 new language  in Section 14.1 indica ting tha t Southwest will make  a ll such information ava ilable  to

T-1 ta riff customers  upon request.

Some  pena ltie s  tha t have  been passed a long to T-1 ta riff cus tomers  a re  maximum

da ily obliga tion ("MDO") pe na ltie s  tha t ha ve  be e n a s s e s s e d on S outhwe s t by El P a s o. MDO

pe na ltie s  a nd re la te d is s ue s  a re  s till be ing a ddre s s e d in El P a s o's  ra te  proce e ding be fore  the

Fe de ra l Ene rgy Re gula tory Commiss ion ("FERC"), with Southwe s t disputing a  numbe r of is sue s

re la ted to how El Paso a lloca ted MDO rights .

A s ignificant portion of die  May 9, 2007 mee ting was  spent discuss ing MDO issues

with T-1 ta riff customers , Southwest, and El Paso. While  it appeared tha t there  was progress  a t the

Ma y 9th  me e ting  in  unde rs ta nding  how MDO is s ue s  impa ct T-1  s e rvice  a nd how T-1  ta riff

cus tome rs  ca n try to a void MDO pe na ltie s , it is  not cle a r a t this  time  how MDO is sue s  will fina lly

be  re s olve d. S ta ff will continue  to work with S outhwe s t, El P a s o, a nd T-1 ta riff cus tome rs  to

resolve  MDO issues  and die ir impacts  on T-1 se rvice  in Arizona .

Another penalty issue  has been how penalties  have  a lready been a lloca ted be tween

S outhwe s t's  core  cus tome rs  a nd T-1 ta riff cus tome rs . S outhwe s t initia lly a lloca te d pe na ltie s  by

De cis ion No. 69668
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20

21

de te rmining who it be lie ve d ha d ca us e d the  pe na ltie s . A re vie w of pe na lty informa tion for la te

2 2006 a nd e a rly 2007 s hows  tha t in ge ne ra l S outhwe s t a lloca te d more  pe na ltie s  pe r the rm of

th roughpu t to  co re  cus tome rs ,  with  a  le s s e r a moun t pe r the rm o f th roughpu t to  T-l ta riff

4 cus tome rs . Howe ve r, within the  T-1 ta riff cus tome r group a  re la tive ly sma ll numbe r of cus tome rs

incurred a  s izable  portion of pena lty a lloca tions .

At the  Ma y 9th me e ting, S outhwe s t indica te d tha t it now pla ns  to a lloca te  pe na lty

dolla rs  on a  pro ra ta  ba s is  be tween core  and T-l cus tomers . The re  was  discuss ion a t the  May 9th

mee ting rega rding whe the r the  pena lty a lloca tion me thodology should be  pa rt of Southwest's  ta riff

or not. S outhwe s t indica te d a  conce rn with including it in the  ta riff be ca us e  it would be  le s s

fle xible  to cha nging circums ta nce s . T-l cus tome rs  e xpre s s e d mis givings  with  not ha ving it

de fine d, a s  this  would provide  the  poss ibility of the  a lloca tion me thodology cha nging with little  or

12 no notice . At the  Ma y 9th me e ting, S outhwe s t committe d to working with T-l cus tome rs  a nd

infonning them prior to any changes  in the  way pena lty a lloca tions  take  place .

24. Ce rta in  T-1  ta riff cus tome rs  e xpre s s e d  conce rn  re ga rd ing  s pe c ific  pe na lty

a lloca tions  tha t ha ve  ta ke n pla ce  in re ce nt months . S outhwe s t's  re vis e d pe na lty a lloca tion

procedure  may re solve  some  of the se  is sues . Furthe r, the  specific de ta ils  of a  cus tomer's  pena lty

a lloca tions  a re  not a  subj e t tha t can be  readily addressed in process ing Southwes t's  filing be fore

the  Commis s ion in this  proce e ding. S outhwe s t's  a bility to  pa s s  a long pe na ltie s  to  T-l ta riff

cus tome rs  a lre a dy e xis ts  in the  curre nt T-l ta riff. Southwe s t's  filings  in this  proce e ding a tte mpt to

provide  cle a re r de finition to S outhwe s t's  a bility to pa s s  a long a pplica ble  pe na lty dolla rs  to T-1

ta riff cus tome rs . S ta ff is  hope ful tha t to the  e xte nt is s ue s  s till e xis t re ga rding re ce nt pe na lty

22 a lloca tions , tha t S outhwe s t a nd die s e l cus tome rs  ca n re s olve  the s e  is s ue s , a nd if not, the

23

24 25.

25

Commiss ion's  compla int process  is  ava ilable .

At severa l mee tings , T-1 cus tomers  expressed an inte res t in some form of phase -in

of the  new provis ions  and in Southwest pass ing a long the  pena ltie s  it is  a ssessed by El Paso. The

26 difficulty with this  is  tha t the re  is  no concomitant phase -in pe riod on the  El Paso sys tem, so to the

extent Southwest is  incuring pena lties  on the  El Paso system, those  pena lties  have  to be  dea lt with

28 in some  fa shion. The re fore , S ta ff doe s  not be lie ve  tha t a  pha se -in of the  ne w T-l ta riff provis ions

27

De cis ion No. 69668
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1

3

propos e d by S outhwe s t is  a  s uita ble  cours e  of a ction. Howe ve r, S ta ff ha s  communica te d the

2 ne ce s s ity of ma king s e rious  a nd continuing e fforts  to work with the  T-1 ta riff cus tome rs  a s  the y

a djus t to the  ne w ope ra tiona l re a litie s  on Southwe s t's  a nd El Pa so's  sys te ms , a nd S ta ff be lie ve s

and expects  tha t Southwest will make  such e fforts .

26.

4

5 An initia l difficulty in de a ling with the se  pe na ltie s  wa s  tha t Southwe s t did not ha ve

6 the  me te ring e quipme nt in  p la ce  for a ll of its  T-l ta riff cus tome rs  to  know wha t the ir hourly

be ha vior wa s . S ince  tha t time , it is  S ta ffs  unde rs ta nding tha t S outhwe s t ha s  ins ta lle d the7

8

9

10

1 1

1 2 28.

1 3

14

1 5

1 6

1 7

1 8

19 29.

20

21

22

23

necessary equipment to meter the  usage  of a ll T-1 ta riff customers  on an hourly basis .

27. S outhwe s t's  re vise d ta riff doe s  conta in a  ne w provis ion, re quiring me te r loca tions

with da ily re quire me nts  of 500 te rns  or gre a te r to ha ve  te le me te ring e quipme nt ins ta lle d a t the

customer's  expense .

In El Paso proceedings where  the  new penalty and opera tional provisions have  been

implemented a t FERC, one  of the  genera l policy pos itions  the  Commiss ion has  supported is  tha t if

a  shippe r ta ke s  re a sona ble  s te ps  to a void pe na ltie s , such a  shippe r should ge ne ra lly be  a ble  to

a void s ignifica nt pe na ltie s  on the  El P a so sys te m. While S ta ff be lie ve s  tha t this  goa l is  ye t to be

fully a chie ve d on the  El P a s o s ys te m, S ta ff be lie ve s  tha t s imila rly on S outhwe s t's  dis tribution

system, T-l ta riff cus tomers  who take  reasonable  s teps  to avoid pena ltie s  should genera lly be  able

to avoid having s ignificant pena lties  passed a long to them by Southwest.

S ta ff be lieves  tha t Southwest's  revised ta riff filing substantia lly addresses  a  number

of the  ma jor conce rns  T-1 ta riff cus tome rs  ha ve  e xpre s s e d, while  s till providing prote ctions  to

Southwes t's  core  cus tomers . However, S ta ff recognizes  tha t new issues  may a rise  rega rding T-1

ta riff se rvice  in today's  opera ting circumstances  and tha t experience  with Southwest's  T-1 ta riff; a s

re flected in Southwest's  revised filing, may revea l Mrthe r improvements  tha t could be  made  to the

24 ta riff Furthe r, T-1 ta riff cus tome rs  ha ve  re que s te d cons ide ra tion of ce rta in is sue s , such a s  some

25

26

font of ba la ncing or pooling s e rvice s  a nd how S outhwe s t re le a s e s  its  pipe line  ca pa city, which

S ta ff be lie ve s  a re  d ifficult to  a ddre s s  a t th is  time , but ma y wa rra nt cons ide ra tion in  fu ture

27 proceedings.

28
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1 30. S ta ff ha s  re comme nde d a pprova l of the  ta riff cha nge s  conta ine d  in  S outhwe s t's

3

5

6 32.

7

8

9

10

11

13

14

15

16

2 Ma y 23, 2007 re vise d filing.

31. S ta ff ha s  a lso recommended tha t Southwes t, be tween May 1, 2008 and Augus t 1,

4 2008, hold a t le a s t one  me e ting with its  T-l ta riff cus tome rs  a nd S ta ff to discuss  Southwes t's

experience  with the  T-l ta riff changes  a t issue  in this  proceeding.

Staff has  further recommended tha t Southwest, on or before  September 1, 2008, file

a  re port with the  Commiss ion, dis cuss ing its  e xpe rie nce s  with the  T-l ta riff provis ions  a t is sue  in

this  proce e ding. Furthe r, this  re port should discuss  a ny poss ible  improve me nts  S outhwe s t could

ma ke  to the  T-l ta riff, a nd to the  e xte nt S outhwe s t ide ntifie s  s uch improve me nts , S oudiwe s t's

filing  on  o r be fo re  S e p te mbe r 1 ,  2008  s hou ld  inc lude  ne w p ropos e d  ta riff la ngua ge  fo r

Commiss ion a pprova l to imple me nt such improve me nts . Southwe s t's  re port should a lso a ddre ss

12 is s u e s  id e n tifie d  b y T-1  ta riff cu s to me rs  in  th is  p ro ce e d in g ,  in c lu d in g  th e  fe a s ib ility o f

implementing some  sort of pooling or ba lancing provis ions , the  poss ibility of Southwes t re le a s ing

El P a s o ca pa city to T-1 ta riff cus tome rs , a nd is s ue s  s urrounding how pe na ltie s  a re  a lloca te d

be twe e n core  a nd e ncore  cus tome rs  a nd within the  T-l cus tome r group. Southwe s t's  re port

should a lso dis cus s  the  pos s ibility of ne w ta riff options  for la rge  core  cus tome rs , such a s  some

form of inte rruptible  or fixe d price  s e rvice  tha t would provide  the s e  cus tome rs  with a dditiona l17

18 s e rvice  options .

33. S ta ff ha s  furthe r re comme nde d tha t S outhwe s t docke t, a s  a  complia nce  ite m in this

20 ma tte r, ta riff pa ge s  for S che dule  T-1  cons is te n t with  the  te rms  of th is  De c is ion  with in  15  da ys

from the  e ffe ctive  da te  of a  De cis ion in this  ca s e .

19

21

22 CONCLUS IONS  OF LAW

23 S outhwe s t is  a n  Arizona  public  s e rvice  corpora tion  with in  the  me a ning of Artic le

24 XV, S e ction 2, of the  Arizona  Cons titution.

25 The  Commiss ion has  jurisdiction ove r Southwest and over the  subject matte r of the

26 app location .

27

28

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

June  12, 2007, concludes  tha t it is  in the  public inte res t to approva l Southwest's  proposed changes

2.

3.

1 .

De c is ion No. 69668
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1

2

to S che dule  T-1, conta ine d in S outhwe s t's  Ma y 23, 2007 re vis e d filing, s ubje ct to conditions

discussed in Finding of Fact Numbers  31-33.

3 ORDER

4

5

IT IS  THEREFORE ORDERED tha t S outhwe s t's  propos e d cha nge s  to S che dule  T-1,

conta ine d in S outhwe s t's  Ma y 23, 2007 re vise d filing, subje ct to conditions  discusse d in Finding

6 of Fact Numbers  31-33, a re  approved.

7

8

9

10

11

12

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

25
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27

28
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IN WITNESS WHEREOF, 1 BRIAN C. McNEIL, Executive
Dire ctor of the  Arizona  Corpora tion Commis s ion, ha ve
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IT IS  FURTHER ORDERED tha t Southwes t docke t, a s  a  compliance  item in this  ma tte r,

ta riff pages  for Schedule  T-1 cons is tent with the  temps  of this  Decis ion within 15 days  from the

effective date  of a  Decision in this case.

IT IS FURTHER ORDERED tha t this  Order sha ll become effective  immedia te ly.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION
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2

SERVICE LIST FOR: Southwest Gas Corporation
DOCKET no. G-01551A-06-0746
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4

5

6

Mr. Ra nda ll W. S a ble
Manage r, S ta te  Regula tory Affa irs
Southwest Gas Corpora tion
5241 Spring Mounta in Road
Pos t Office  Box 98510
Las Vegas, Nevada  89193-8510
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Mr. P a trick F. Le dge r
Corpora te  Counse l
Sie rra  Southwest Coopera tive  Services , Inc.
Pos t Office  Box 2165
1000 South Highway 80
Benson, Arizona  85602
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Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Mr. Chris tophe r C. Ke mple y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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